
Certificate of 
Achievement 
for Ex.cellence 

Reporting 
Presented to 

Town of Leesburg, 
Virginia 

For its Comprehensive Annual 

Financial Report 

for the Fiscal Year Ended 

.June 30, 2002 

A Certificate of Achievement for Excellence in Financial 
Reporting is presented by the Government Finance Officers 

Association ofthe United Srates and Canada to 
government units and public employee retirement 
systems whose comprehensive annual financial 

reports (CAFRs) achieve the highest 
standards in government accounting 

and financial reporting 

President 

Executive Director 



Town of Leesburg 
Organizational Chart 

Citizens of 
Leesburg 

Mayor and 
Council Attorney 

I - I I I I I 
Cable TV Pllumng T m  Board of Board of Info. Tech. 
Advisory Commisswn Comrmss~on Zoning and ArchitMural Commrss~on 

Commmion A P P ~ s  Rcncw 

! 

I I I I I - I 

Deputy Town Assistant to the 
Manager Town Manager 

.., -- 
I 

Public Works Rccrention Developrncnt Zoning 81 
Develop. 

-. 

- 
Parks and 
Rtmahon 

Commission 

Airpon 
Commiss~on 

Residcnhal 
T d c  

Commrtfa 

Environ 
Advisory. 

Comrmssion 

Economc 
Dcveloprncnt 
Comrn~ssion 

Balch Library 
Advlsory 

Comrmssion 



TOWN OF LEESBURG, VIRGINIA 

LIST OF PRINCIPAL OFFICIALS 
June 30,2003 

TOWN CQUNCII. 

Kristen C. Umstattd, Mayor 
Mervin V. Jackson, Vice Mayor 
James F. "Frank" Buttery, Jr. 

Melinda H. Kramer 
Fernando "Marty" Martinez 

David B. Schmidt 
Robert J. Zoldos 

TOWN OFFICIALS 

Robert S. Noe, Jr,, Town Manager 
Phillip L. Rodenberg, Deputy Town Manager 

Paul E. York, Director of Finance 
William Donnelly, Ill, Town Attorney 

Judith W. Ahalt, Clerk af Council 
Thomas A. Mason, Director of Engineering and Public Works 
Susan Swift, Director of Planning, Zoning and Development 

Randolph W. Shoemaker, Director of Utilities 
Kaj Dentler, Director of Parks and Recreation 

Dona Wolf, Human Resources Director 
Michel Agujia, Director of Information Technology 

Douglas McNeely, Airport Director 
Joseph R. Price, Police Chief 





CERTIFIED PUBLIC ACCOUNTANTS 
A LIMITED LIABILITY PARTNERSHIP 

www.pbgh.com 

INDEPENDENT AUDITORS REPORT 

Mcnicl D Dmn 
Grcfory W Grisen 
Hmnan W Hair: 
john L Vincir. I l l  
Kcilh L Wampler 
Daniel B Monin 
Sean R O'Conncli 
Kevin D Hurnphrier 
Bradford R Joncr 
Virginia B Miller 
John E Ziglcr. Jr 
Michael T Kennison 

To the Honorable Mayor and Members of Council 
Town of Leesburg 
Leesburg, Virginia 

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of the 
Town of Leesburg, Virginia, as of and for the year ended June 30, 2003, which collectively 
comprise the Town's basic financial statements as listed in the table of contents. These 
financial statements are the responsibility of the Town's management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government 
Al~diting Standards, issued by the Comptroller General of the United States; and Specifications 
for Audits of Counties, Cities and Towns, issued by the Auditor of Public Accounts of the 
Commonwealth of Virginia. Those standards and specifications require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

As described in Note 1 to the financial statements, the Town adopted Governmental Accounting 
Standards Board (GASB) Statements No. 34, Basic Financial Statemenfs - and Management's 
Discussion and Analysis - for State and Local Governments, No. 37, Basic Financial 
Statements - and Management's Discussion and Analysis - For State and Local Governments: 
Omnibus, and No. 38, Certain Financial Statement Note Disclosures, and GASB Interpretation 
No. 6, Recognition and Measurement of Certain Liabilities and Expenditures in Governmental 
Fund Financials. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of the Town of Leesburg, Virginia, as 
of June 30, 2003, and the respective changes in financial position and cash flows, where 
applicable, and the budgetary comparison for the general fund for the year then ended in 
conformity with accounting principles generally accepted in the United States of America. 



In accordance with Government Audifing Standards, we have also issued a report dated 
October 2, 2003 on our consideration of the Town of Leesburg's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts 
and grants. That report is an integral part of an audit performed in accordance with Govemmenf 
Auditing Standards and should be read in conjunction with this report in considering the results 
of our audit. 

The management's discussion and analysis (pages 11 to 18) and the rpquired supplementary 
information (page 57) are not a required part of the basic financial statements but are 
supplementary information required by the Governmental Accounting Standards Board. We 
have applied certain limited procedures, which consisted principally of inquiries of management 
regarding the methods of measurement,and presentation of the required supplementary 
information. However, we did not audit the information and express no opinion on it. 

Our audit was performed for the purpose of forming an opinion on the financial statements that 
collectively comprise the Town of Leesburg. Virginia's basic financial statements. The 
combining nonmajor fund financial statements and other schedules, listed in the table of 
contents as supplementary information, and the Schedule of Expenditures of Federal Awards as 
required by U. S. Office of Management and Budget Circular A-133, Audits of States, Local 
Governments and Non-Profit Organizations, are presented for purposes of additional analysis 
and are not a .required part of the basic financial statements. Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and, 
in our opinion, is fairly stated, in all material respects, in relation to the basic financial 
statements taken as a whole. 

We did not audit the other data included in this report, designated as the "Introductory Section" 
and the "Statistical Section" in the table of contents of this report and, accordingly, we express 
no opinion on such data. 

Harrisonburg, Virginia 
October 2,2003 



MANAGEMENT'S DISCUSSION AND ANALYSIS 

The following discussion and analysis of the Town of Leesburg's (Town) financial performance 
provides an overview of the Town's financial activities for the fiscal year ended June 30, 2003. 
Please read it in conjunction with the transmittal letter located in the introductory section of this 
report and the Town's basic financial statements, which follow this analysis. 

FINANCIAL HIGHLIGHTS FOR 2003 

On the government-wide basis, tatal net assets at June 30, 2003 were $236.7 million which 
includes $54.9 million of unrestricted funds. 
Total General Fund revenue collections were above the final budgeted amounts by - 
approximately $176,000. 
The business-tvoe activities net assets at June 30. 2003 totaled $130.4 million which 
represents an ikrease of $7.7 million. Of this amount. $41.5 million is unrestricted. 
The Town's total outstanding long-term debt is $81.7 million, which is a decrease of $4.3 
million from the prior year. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis are intended to serve as an introduction to the Tpwn of Leesburg's 
basic financial statements. These basic financial statements are comprised of three 
components: 1) government-wide financial statements, 2) fund financial statements, and 3) 
notes to the financial statements. This report also contains other supplementary information in 
addition to the basic financial statements themselves. 

Components of the Financial Section 
I 
] Management's Discussion and Analysis 

r? I 
U 

Basic Financial Statements 
Government - Wide Fund Financial 
Financial Statement5 Statements 

v 
Notes to Financial Statements 

n 

4 > 
Required ~upplem6ntary Information 



+:a The Government-Wide Statements. The Statement of Net Assets and the Statement of 
Activities provide information about the activities of the Town, as a whole, and present a 
longer-term view of the Town finances. 

One of the most important questions asked about the Town finances is, "Is the Town as a 
whole better or worse off as a result of the year's activities?" The Statement of Net Assets 
and the Statement of Activities report information about the Town as a whole and about its 
activities in ways that help answer this question. 

The Statement of Net Assets includes all assets and liabilities using the accrual basis of 
accounting, which is similar to the accounting used by most private-sector companies. One 
can think of the Town net assets - the difference between assets and liabilities - as one 
way to measure the Town's financial health or financial position. Over time, increases or 
decreases in the Town net assets are one indicator of whether its financial health is 
improving or declining. 

The Statement of Activities reports the change in net assets. All of the current year's earned 
revenues and expenses are recorded regardless of when cash is received or paid. You will 
need to consider other non-financial factors, however, such as changes in the Town 
property tax base and the condition of the Town capital assets, to assess the overall 
financial health of the Town. 

In the Statement of Net Assets and the Statement of Activities, the Town is divided into two 
kinds of activities: 

- Governmental Activities. Most of the Town's basic services are reported as 
governmental activities, including public safety, public works, library, parks, recreation 
and cultural, community development, and general government. Property and other 
local taxes, and state and federal grants finance most of these activities. 
Business-type Activities. The Town Water and Sewer operations (Utilities Fund) and 
Airport Fund are reported as business-type activities as the Town charges a fee to 
customers to cover all or most of the cost of the services they provide. 

5. Fund Financial Statements. For governmental activities, the fund statements tell how the 
services were financed in the short term as well as what remains for future spending. Fund 
financial statements report the Town's operations in more detail than the government-wide 
statements by providing information about the Town's major funds and non-major funds in 
the aggregate. 

The fund financial statements provide detailed information about the most significant funds - 
not the Town as a whole. 

The Town has two types of funds, governmental and proprietary. 



Governmental Funds. Most of the Town's basic services are reported in governmental funds, 
which focus on (1) how resources flow into and out of those funds and (2) the remaining 
balances at year-end that are available for spending. These funds are reported using an 
accounting method called modified accrual basis of accounting. The governmental fund 
statements provide a detailed short-term view of the Town's general government operations and 
the basic services it provides. Governmental fund information helps you determine whether 
there are more or fewer financial resources that can be spent in the near future to finance the 
Town's programs. The relationship (or differences) between governmental activities (reported in 
the Statement of Net Assets and the Statement of Activities) and governmental funds is 
described in a reconciliation accompanying the fund financial statements. 

Proprietary Funds. When the Town charges customers for the services it provides, these 
services are generally reported in proprietary funds. Proprietary funds are reported using the 
full accrual basis of accounting method. The Town's business-type funds are the same as the 
business-type activities we report in the government-wide statements but provide more detail 
and additional information, such as cash flows. The Town Utilities and Airport funds are 
accounted for as enterprise funds. 

Notes to the financial statements. The notes provide additional information that is essential 
to a full understanding of the data provided in the government-wide and fund financial 
statements. 

Other information. In addition to the basic financial statements and accompanying notes, this 
report also presents certain required supplementary information concerning the Town of 
Leesburg's progress in funding its obligation to provide pension benefits to its employees. 

The combining statements referred to earlier in connection with non-major government funds 
are presented immediately following the required supplenientary information on pensions. 

FINANCIAL ANALYSIS OF THE TOWN AS A WHOLE 

This is the first year the Town has applied Governmental Accounting Standards Board (GASB) 
Statement No. 34, Basic Financial Statements - and Management's Discussion and Analysis - 
for State and Local Governments. The Town has not presented the prior period for the purpose 
of providing comparative data for the Management's Discussion and Analysis (MD&A) because 
certain prior-year information is unavailable. However, in future years, when prior-period 
information is available, a comparative analysis of the government-wide data will be presented. 



Statement of Net Assets. The schedule below summarizes the Statement of Net Assets as 
presented in the government-wide financial statements. 

In the Town's business-type activities, the majority of net assets are classified as lnvested in 
Capital Assets, net of related debt. Unrestricted net assets amounted to $41,536,355. In the 
Town's governmental activities, the majority of net assets are also classified as lnvested in 
Capital Assets, net of related debt. Unrestricted net assets amounted to $13.41 1.700. It should 
be noted that infrastructure assets and accumulated depreciation on capital assets are included 
this year, a requirement mandated by GASB 34. Infrastructure assets represents $66.6 million 
of the $92.9 million of governmental activities investment in capital assets, net of related debt. 
Investment in capital assets, net of related debt, is calculated by subtracting the non-current 
liabilities of the Town, exclusive of compensated absences from the book value of capital 
assets. The remaining difference between assets and liabilities is classified as unrestricted net 
assets. Total unrestricted assets in governmental activities and business-type activities are 
$54,948,055. 

Summary Statement of Net Assets 
June 30,2003 

Governmental Business-Type Total Primary 
Activities Activities Government 

Current and other assets $ 25,970,399 $ 45,510,229 $ 71,480,628 
Capital assets, net 132,914,421 128,167,640 261,082,061 

Total assets 158,884,820 173,677,869 332,562,689 

Current and other liabilities 14.512.495 4,870.490 19.382.985 
Lang-term liabilities 

Net assets 
lnvested in capital assets, net of 
related debts 92,944.622 88,642,212 181,786,834 
Unrestricted 

Total net assets 



Statement of Activities. Below is a summary of the Statement of Activities as presented in the 
government-wide financial statements. 

Summary of Change in Net Assets 
Year Ended June 30,2003 

Governmental Business-Type 
Activities Activities Totals 

Revenues 
Program revenues: 

Charges for services $ 3,002,277 $ 8,657.533 $ 1'1,659,810 
Operating grants and contributions 6,743,609 - 6,743,609 
Capital grants and contributions 1,485,483 13,544,368 15,029,851 

General revenues: 
Property taxes 
Other local taxes 

Grant and contributions not 
restricted to specific programs 2,656,314 - 2,656,3 14 

Other 2,112,369 743,137 2,855,506 
Total revenues 33,443,216 22,945,038 56,388,254 

Operating Expenses 
Legislative 231,213 - 231,213 
Executive 2,736,232 - 2,736,232 
Legal 193,460 - 193,460 
Planning, zoning and development 1.422.467 - 1,422,467 
Finance 
Pl~blic safety 
Parks and recreation 
Balch Library 
Engineering and public works 
Interest 
Airport 
Water and sewer 

Total expenses 

Increase in net assets 
before transfers 

Transfers 
Net assets, beginning 
Net assets, ending 

The Town's revenues are derived from a number of sources. The biggest source comes from 
property taxes, which include real estate and personal property taxes. Other local taxes, such 
as business licenses, meals and transient occupancy make up the balance of other local taxes. 
Charges for services represent planning and zoning fees, fines and forfeitures and recreation 
fees. Operating grants and contributions primarily represent state and federal funding for non- 
capital operating expenditures. Capital grants and contributions represent grants from outside 
entities designated for capital projects and availability fees for water and sewer connections. 



For the fiscal year ended June 30, 2003, total expenses in the governmental activities section 
are divided into ten categories with the majority in executive, public safety, parks and recreation, 
and engineering and public works. In the business-type activities, the airport and waterisewer 
expenses are the proprietary (enterprise) operations of the Town, and represent the operational 
expenses of this business-type activity. 

FINANCIAL ANALYSIS OF THE TOWN'S FlJNDS 

Governmental Funds 

Major governmental funds consist of the General Fund. Debt Service Fund and two Capital 
Projects Funds and provide for the majority of the governmental operations of the Town. 

As of the end of the fiscal year, the Town's General Fund undesignated fund balance that could 
be used for future purposes was $5,567,239. Key factors contributing to this are as follows: 

Of the $5,567,239 undesignated fund balance remaining at year end, Town Council has 
adopted a policy that 10% of annual expenditures ($3.2 million for this year) is the 
minimum required unreserved balance to be maintained at all times. 

TheZannuaI assessment of real estate in the Town continues to provide growth in tax 
revenue along with the tax on personal property. Revenues from consumer related 
taxes such as meals, transient occupancy, sales and use, and cigarettes, grew at a 
slower rate than in the past due to a weak economy and the residual effects of 
September 11. 

Actual expenditures were lower than the adopted budget due to numerous spending cuts 
and delays in filling vacant positions in response to a projected shortfall in revenues due 
to the weak economy. 

General Fund Budgetary Highlights 

Budget adjustments on the expenditure side included federal funds for police and the adoption 
of the mid-year budget. Mid-year budget adjustments totaled $272,950 and included items 
such as operation funding for the new Freedom Park and a parking study. Although increases in 
the total budget appropriations were adopted for certain departments, overall General Fund 
operation expenditures were approximately $2.5 million less than the final budgeted amounts. 
Total supplemental appropriations added to the original budget totaled $676,611. 

Proprietary Funds 

The Town's proprietary funds consist of the Utilities Fund and the Airport Fund. Water and 
sewer activities are supported solely by fees assessed from users of Town-provided water and 
sewer services. Revenues generated by these funds are sufficient to provide for annual 
operating costs as well as long-term debt service payments as prescribed by the bond 
agreement. 

Airport revenues consist of leases, fixed based operator fees and tie-down fees, as well as FAA 
grants. These revenues support the operations of the municipal airport as well as capital 
expenditures, ie. hangar expansion and runway improvements.. 



For the fiscal year ending June 30, 2003, the Utilities Fund's unrestricted net assets were $41.4 
million. Revenues within the Utilities Fund remained strong with the steady collection of 
availabilities and service fees from new commercial and residential construction in Town. 
Expenditures increased due to normal increases in personnel and operating costs and the 
addition of ten new positions. These positions were added to operate the expanded water 
pollution control plant and utility lines division. For the fiscal year ending June 30, 2003, the 
Airport Fund's unrestricted fund balance was $131,059. Airport Fund revenues increased 
slightly, however the Fund still relies on a yearly General Fund transfer for its operations. The 
General Fund transferred $299,117 to the Airport Fund for fiscal year 2003. With the 
completion of the airport terminal renovation and the increase fees from rental space, the need 
for General Fund transfers should decrease in the future. Airport Fund expenses increased due 
to normal increases in personnel and operating costs. 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

As of June 30, 2003, the Town had invested $261,082,061 (net of accumulated depreciation) in 
capital assets. This amount represents an increase in cost of $33.5 million, or 17% from the last 
fiscal year, excluding the recording of infrastructure. Please refer to Note 6 of the footnotes for 
a more detailed presentation of the capital assets. 

Capital Assets 
June 30,2003 

Governmental Business-Type 
Activities Activities 

Buildings and improvements 
Land 
Runway 
Equipment 
Software 
Vehicles 
Infrastructure 
Construction in progress 
Water and sewer systems 
Hangars 
Accumulated depreciation 
Capital assets, net af accumulated 
depreciation 

This year's major capital asset additions included: Freedom Park at a current year cost of 
$600,000 and a project total cost of $2.8 million; Ida Lee Recreation Center at a current year 
cost of $2.2 rnillian; and a cost of $1..2 million to complete the Catoctin Circle road 
improvements. The GASB 34 reporting requirement to include infrastructure assets at cost in 
the amount of $85 million is new this year as well. 



Long-Term Obligations 

At June 30, 2003, the Town had several long-term debt issuances outstanding. These include 
$39,606,108 for the business-type activities and $40,779,125 for the general government. Long- 
t e n  liabilities include compensated absence balances of approximately $1 million. 

The Town's available legal debt margin mandated by the Commonwealth of Virginia is $326.6 
million which is computed based on 10 percent of the assessed value of real estate subject to 
taxation less applicable bonded debt outstanding. 

The Town has adopted a debt policy that establishes guidelines and limitations for the issuance 
of debt. The debt policy addresses the level of indebtedness the Town can reasonably expect 
to incur without jeopardizing its financial position and to ensure the efficient and effective 
operation of the Town. Please refer to Note 8 of the footnotes for a more detailed presentation 
of the long-term liabilities of the Town. 

The Town has maintained Bond ratings of A1 and AA from Moody's Investor Service, Inc, and 
Standard and Poor's Credit Market Services, respectively. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

The Town's proximity to the Washington D.C. metropolitan area has positively impacted the 
Town and its fiscal health. Per capita income levels have risen above state and national levels 
as a result. However, all jurisdictions in Northern Virginia felt a slight decrease in revenues due 
to the sluggish economy. Revenues for next year's budget appear to be improving as the 
economy recovers in a number of financial sectors. 

REQUEST FOR INFORMATION 

This financial report is designed to provide a general overview of the Town of Leesburg's 
finances for all those with interest in the government's finances. Questions concerning any of 
the information provided in this report should be addressed to the Town's Department of 
Finance, P.O. Box 88, 25 West Market Street, 20178. 



BASIC FINANCIAL STATEMENTS 



TOWN OF LEESBURG, VIRGINIA Exhibit 1 

STATEMENTOFNETASSETS 
June 30,2003 

Governmental Business-type 
Activities Activities Totals 

ASSETS 

Cash, cash equivalents and temporary 
cash investments 

Receivables, net: 
Property taxes, including penalties 
Utility taxes 
Local taxes 
Trade and other accounts 

Accrued lnieresl 
Due from other governments 
Restricted cash 
Deferred charges 
Internal balances 
Financing costs, net 
Capital assets: 

Land 
Buiidings and improvements 
Water system 
Sewer system 
Equipment 
Vehicles 
Hangars 
Runway 
Software 
infrastn~cture 
Conslruction in progress 

Less: accumulated depreciation 
Total assets 

LIABILITIES 

Accounts payable 
Accrued payroll 
Other accrued liabilities 
Accrued insurance claims 
Accrued lnteresi 
Compensated absences 
Retainage payable 
Customer deposils and conlingen! charges 
Deferred revenue 
Noncurrent liabiillies 

Due within one year 
Due in more than one year 

Total liabilities 

NET ASSETS 

Invested in capital assets, net of related debt 
Unrestricted 

Total net assets 

See Notes to Financial Statements 



TOWN OF LEESBURG. VIRGINIA 

STATEMENT OF ACTIVITIES 
Year Ended June 30.2003 

FunctionslPrograms 
Primarv Government: 

Governmental activities: 
Leg~slative 
Executive 
Legai 
Piannmg, zonrng and development 
Finance 
Public safety 
Parks and recreation 
Balch Library 
Englneerlng and public works 
interest 

J Total governmentai activities 
3 

Busrness-type activities: 
Airport 
Water and sewer 

Total business-type activities 

Total government 

See Notes to Financial Statements. 

Operating Capital Net (Expensel Revenue and Changes in Net Assets 
Charges Grants and Grants and Governmental Bustness-type 

Expenses for Servrces Contributions Contribulions Activities Aclivilles Totels 

General Revenues 
Taxes: 

General property taxes, including penalties 8,658,468 8,658,488 

Other local taxes 8.784.696 8,784,696 
Revenues not restricted to specific programs 2,656,314 2.656.314 

intergovemmenlal, other than grants 1,382.750 1.382.750 

Use of money and property 435,263 665,283 1,100,546 

Miscellaneous 294,356 77,854 372.210 

Transfers 1,813,548 (1.813.548) 

Total general revenues and transfers 24,025,395 (1.070A11) 22,954,984 

Change In  net assets 5.511,161 7,768.741 13,279.902 
Net assets, begtnnlng 100,845,161 122,609,826 223,454,987 

Net assets, ending $106,356,322 $ 130.378.567 $ 236;734.889 



TOWN OF LEESBURG, VIRGINIA Exhlblt 3 

BALANCE SHEET 
GOVERNMENTAL FUNDS 
June 30,2003 

Other Total 
Capital Projects Governmental Govemmental 

Funds Funds 

ASSETS 

Cash, cash equivalents, and temporary 
cash investments 
Receivables, net 

Property taxes, Including penalties 
Utllity taxes 
Local taxes 
Accounls 

Accrued Interest 
Advances fo other funds 
Due from other governments 
Restricted cash 

Total assets 

LIABILITIES 

Accounts payable 
Accrued payroll 
Other accrued liabilities 
Accrued Insurance claims 
Relainage payable 
Customer deposits and contingent charges 
Deferred revenues 

Total liabilifies 

FUND BALANCES 

Reserved for: 
Encumbrances 
Advances lo other funds 
Law enforcement expenses 

Unreserved: 
Undesignated: 

General fund 
Capital projects funds 
Special revenue funds 

Total fund balances 

Total liabilities and fund balances $ 18,851,203 $ 2,068,632 $ 362,705 $4,612,649 $ 25,895,189 

I 

I See Notes to Financial Statements 



TOWN OF LEESBURG, VIRGINIA 

RECONCILIATION OF THE BALANCE SHEET OF THE GOVERNMENTAL FUNDS 
TO THE STATEMENT OF NET ASSETS 
JlJNE 30,2003 

Exhibit 4 

Total Fund Balances - Governmental Funds $ 14,154,081 

Amounts reported for governmental activities 
in the statement of net assets are different because: 

Capital assets used in governmental activities 
are not current financial resources and therefore 
no1 reported in the governmental funds. 

Governmental capital assets 
Less accumulated depreciation 

Net Captal Assets 

Deferred revenue represents amounts that 
were not available to fund current expenditures 
and therefore is not reported as revenue in the 
governmental funds 

Other assets used in governmental activities are not 
financial resources and therefore are not reported in 
the governmental funds 

Financing costs 

Long-ten liabiliies, including bonds payable, 
are not due and payable in the current period and 
therefore are not reported as liabilities in the 
governmental funds 

Bonds payable 
Leases payable 
Note payable 
Compensated absences 
Interest payable 

Net assets of governmental activities 

See Nates to Financial Statements 



TOWN OF LEESBURG, VIRGINIA 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 
Year Ended June 30,2003 

Other Tolal 
Debt Capital Projects Governmen\al Governmental 

General Service Highways Buildings Funds Funds 
Revenues: 

General property taxes 
Other iocai taxes 
Pernib, fees and licenses 
Fines and forfeitures 
Use of money and property 
Charges for services 
Donations 
Miscellaneous 
lntergovernmenlal 

Total revenues 

Expendilures: 
Current 

Leglslative 
Executive 
Legal 
Planning, zoning and development 
Finance 
Public safety 
Parks and recreation 
Balch Library 
Engineering and public works 

Capital projects 
Debt service: 

Principal 
Interest and fiscal charges 

Total expenditures 

Revenues over (under) expendiNres 2,897,952 (6,926,527) (423,698) (2,987,193) (1,827,018) (9,268,484) 

Other Financing Sources (Uses): 
Debl Issuance 
Premiums on bonds issued 
Payment to escrow agent 
Transfers In 
Transfers oul 

OUhr operating sources (uses), net (1,313,936) 6.928.527 298,053 (2,1 76,882) (1,847,003) 1,888,759 

Net chnnge in fund balances 1.584.016 (125,645) (5,164,075) (3,674,021) (7,379,725) 

Fund balances, beginning 5,752,963 2,155,590 5,450,741 8,174.512 21,533,806 

Fund balances, ending 

See Notes to Financial Statements 



TOWN OF LEESBURG, VIRGINIA Exhibit 6 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 
IN FlJND BALANCES OF GOVERNMENTAL FlJNDS TO M E  STATEMENT OF ACTIVITIES 

Year Ended June 30,2003 

Governmental 
Funds 

Net change in fund balances - total governmental funds $ (7,379,725) 

Reconciliation of amounts reported for governmental activities 
in the Statement of Activities: 

Governmental funds report capital outlays as expenditures 
However, in the Siatemenl of Activities, the cost of those 
assets is allocated over their estimated useful lives and 
reported as depreciation expense This is the amount 
by which capital outlays exceeded depreciation in the 
current period 

Expenditure for capital assets 
Donated capital assets 
Less depreciation expense 

Excess of capital outlay over depreciation 

Revenues in the Statement of Activities that do not provide 
cunenl financial resources are not reported as revenues 
in the funds. 

Change in deferred revenue 

Bond proceeds provide current financial resources lo 
governmental funds, but issuing debt increases long-term 
liabilities in the Statement of Net Assets Repayment 
of bond principal is an expenditure in the governmental 
funds, but the repayment reduces long-term liabilities in 
the Statement of Net Assets This is the amount by 
which proceeds were less than (exceeded) repayments 

Debt issued or incurred: 
General obligation bonds 
Bond premium 

Principal repayments: 
General obligation debt 

payment to escrow agent for refunding 

Some expenses reported in the Statement of Activities 
do not require the use of current iinancial resources and, 
therefore, are not reported as expenditures in 
governmental funds 

Accrued interest 
Compensated absences 
Debt issuance costs 

Change in net assets of governmental activities 

See Notes to Financial Statements 



TOWN OF LEESBURG, VIRGINIA 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN 
FUND BALANCES -BUDGET (NON-GAAP BASIS) AND ACTUAL - GENERAL FUND 
Year Ended June 30,2003 

Exhibit 7 

Variance with 
Final Budget . 

Budgeted Amounts Actual Over 
Original Final Amounts (Under) 

Revenues: 
General properly taxes 
Other local taxes 
Permits, fees and licenses 
Fines and forfeitures 
Use of money and property 
Charges for services 
Miscellaneous 
Intergovernmental 

Total revenues 

Expenditures: 
Current: 

Legislative 
Executive 
Legal 
Planning, zoning and developmenl 
Finance 
Public safety 
Parks and recreation 
Balch library 
Engineering and public works 

Total expenditures 

Revenues over expenditures 

Other Financing Sources (Uses): 
Debt issuance 
Premiums on bonds issued 
Payment to escrow agent 
Transfers in 
Transfers out 

Other financing uses, net 

Net change in fund balance 

Fund balance, beginning 

Fund balance, ending 

See Notes to Financial Statements 



TOWN OF LEESBURG, VIRGINIA 

STATEMENT OF NET ASSETS 
PROPRIETARY FUNDS 
June 30,2003 

Exhibit 8 

Business-type Aclivities - Enterprise Funds 
Water and 

Airport Sewer Totals 
ASSETS 

Current Assets: 
Cash, cash equivalents, and temporary cash investments 
Accounts receivables, net 
Accrued interest 
Due from other governments 

Total current assets 

Noncurrent Assets: 
Restricted cash 
Deferred charges 
Capital assets: 

Land 
Buildings and improvemenls 
Water system 
Sewer system 
Equipment 
Hangars 
Runway 
Software 
Consln~cilon in progress 

Less: accumulated depreciation 

Total capital assets (net o f  accumulated depreciation) 

Total noncurrent assets 

Total assets 

LIABILITIES 

Current Liabilities: 
Accounts payable 
Accrued payroll 
Accrued insurance claims 
Accrued interest 
Compensated absences 
Relainage payable 
Advances from olher funds 
Bonds payable 
Customer deposits and contingent charges 

Total current liabilities 

Noncurrent Liabilities: 
Compensated absences 
Bonds payable 

Total noncurrent liabilitles 

Total liabilities 

NET ASSETS 

Invested in capital assets, net of related debt 
Unrestricted 

Total net assets 

See Notes to Financial Statements. 



TOWN OF LEESBURG, VIRGINIA 
Exhibit 9 

STATEMENT QF REVENIJES, EXPENSES, AND CHANGES IN FUND NET ASSETS 
PROPRIETARY FUNDS 
Year Ended June 30,2003 

Business-type Activities - Enterprise Funds 
Water and 

Airport Sewer Totals 

Operating Revenues: 
Charges for services 
Other 

Total operating revenues 848,521 7,888,866 8,735,387 

Operating Expenses: 
Personal service 
Contractual services 
Depreciation 
Other charges 

Total operating expenses 

Operating loss 

Nonoperating Revenue (Expenses): 
Interest on investments 
Interest and fiscal charges on bondslnotes 
Loss on disposal of assets 

Total nonoperating expenses, net 

Loss before grants, contributions and transfers 

Capital grant revenue 
installation and connection charges 
Developer donated assets 
Transfers in 
Transfers out 

Change in net assets 

Total net assets, beginning 

'Total net assets, ending 

See Notes to Financial Statements. 



TOWN OF LEESBURG, VIRGINIA 
Exhibit 10 

Page 1 

STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 
Year Ended June 30,2003 

Business-type Activities - Enterprise Funds 
Water 

Cash Flows From Operating Activities: 
Receipts from customers 
Payments to suppliers for goods and services 
Payments to employees for services 
Other receipts (payments) 

Net cash provided by operating activities 

Cash Flows From Noncapital and Related Financing Activities: 
Transfers out 
Transfers in 

Net cash used in  noncapital and related 
financing activities 

Cash Flows From Capital and Related Financing Activities: 
Connection availability fees 
Grant revenue 
Acquisition and construction of capital assets 
lnterest 
Proceeds from debt issuance 
Payments to escrow agent and issuance costs 
Principal paid on bonds 

Net cash provided by capital and related 
financing activities 

Cash Flows From Investing Activities: 
Interest on investments ' 

Net cash provided by investing activities 

Net increase i n  cash and cash equivalents 

Cash and Cash Equivalents 
Beginning 

Ending 

and 
Airport Sewer Totals 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note 1. Summary of Significant Accounting Policies (Continued) 

C. Basis of Presentation - Fund Accountinq 

The accounts of the Town are organized on the basis of funds which are considered to 
be a separate accounting entity. The operations of each fund are accounted for by 
providing a separate set of self-balancing accounts which comprise its assets, liabilities. 
fund balancelnet assets, revenues and expenditures or expenses, as appropriate. The 
various funds of the primary government are included in the financial statements as 
follows: 

1. Governmental Funds are those funds through which most governmental 
functions typically are financed. Governmental fund reporting focuses on the 
sources, uses and balances of current financial resources. Expendable assets 
are assigned to the various governmental funds according to the purposes for 
which they may or must be used; current liabilities are assigned to the fund from 
which they are paid; and the difference between governmental fund assets and 
liabilities, the fund equity, is referred to as "fund balance." The measurement 
focus is upon determination of changes in financial position, rather than upon net 
income determination. The following comprise the Town's major governmental 
funds: 

General Fund -The General Fund is the general operating fund of the Town. All 
general tax revenues and other receipts that are not allocated by law or 
contractual agreement to some other fund are accounted for in this fund. Many 
of the more important activities of the Town, including operation of the Town's 
general service departments, street and highway maintenance, public safety, 
parks and recreation, and library are accounted for in this fund. 

Debt Service Fund - The Debt Service Fund accounts for the servicing of 
general long-term debt not being financed by proprietary funds. 

Buildings Capital Projects Fund - The Buildings Capital Projects Fund is used to 
account for all resources used in the acquisition and construction of capital 
facilities and other fixed assets, with the exception of those that have been 
segregated into separate capital project funds by management or are financed 
through proprietary funds. The Town has elected to treat the Buildings Capital 
Projects Fund as major, although it has not met the criteria requiring such 
treatment for fiscal year 2003. 

Highways Capital Projects Fund - The Highways Capital Projects Fund is used 
to account for all resources used in the acquisition and construction of the 
Town's streets and other infrastructure. The Town has elected to treat the 
Highways Capital Projects Fund as major, although it has not met the criteria 
requiring such treatment for fiscal year 2003. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

f. Summary of Significant Accounting Policies (Continued) 

C. Basis of Presentation - Fund Accountinq 

Other governmental funds of the Town are considered nonmajor and are as 
follows: 

Other Capital Projects Funds - The Other Capital Projects Funds are used to 
account for all resources used in the acquisition and construction of capital 
facilities and other fixed assets that management has chosen to report separately 
from the building and highway capital projects of the Town. The nonmajor capital 
project funds consist of the Parks and Recreation Fund and the Storm Drains 
Fund. 

Special Revenue Funds - Special Revenue Funds are used to report resources 
that are legally restricted and may be used for purposes that support the 
designated reporting government's program. The Town's Special Revenue 
Funds consist of the Balch Library and Irwin W. Uran Funds. 

2. Proprietary Fund Tvpes are used to account for activities which are similar to 
those often found in the private sector. All assets, liabilities, equities, revenues, 
expenses and transfers related to the government's business activities are 
accounted for through proprietary funds. The measurement focus is upon 
income determination, financial position, and cash ffows. In accordance with 
GAS5 Statement No. 20, Accounting and Financial Reporting far Proprietary 
Funds and Other Governmental Entities that Use Proprietary Fund Accounting, 
the Town has elected to apply all applicable FASB pronouncements, including 
those issued on or before November 30, 1989, except for those pronouncements 
which conflict with or contradict GASB pronouncements. 

Enterprise Funds - Enterprise Funds are used to finance and account for the 
acquisition, operation and maintenance of the Town's facilities and services, 
which are supported primarily by user charges. The following comprise the 
Town's major enterprise funds: 

Airport Fund -This fund is used to account for the operation and maintenance of 
the Town's airport. The Airport Fund also receives funding through State and 
Federal grants and general fund transfers. 

Water and Sewer Fund - This fund is used to account for the operation and 
maintenance of the Town's water system and sanitary sewer system. 



TOWN QF LEESBURG, VlRGlNlA 

NOTES TO FINANCIAL STATEMENTS 

Note I. Summary of Significant Accounting Policies (Continued) 

D. Measurement Focus and Basis of Accountinq 

The Town adopted GASB Statement No. 34, Basic Financial Statements and 
Management's Discussion and Analysis for State and Local Governmenfs, during the 
fiscal year ended June 30, 2003. The adoption of this Statement is meant to present the 
information in a format more closely resembling that of the private sector and to provide 
the user with more managerial analysis regarding the financial results and the Town's 
financial outlook. 

The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the proprietary fund 
financial statements. Revenues are recorded when earned and expenses are recorded 
when a liability is incurred, regardless of the timing of related cash flows. Property taxes 
are recagnized as revenues in the year for which they are levied. Grants and similar 
items are recognized as revenue as soon as all eligibility requirements imposed by the 
provider have been met. 

Governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting. Revenues 
are recognized as soon as they are both measurable and available. Revenues are 
considered to be available when they are collectible within the current period or soon 
enough thereafter to pay liabilities of the current period. For this purpose, the Town 
considers revenues to be available if they are collected within 75 days of the end of the 
current fiscal period except for property taxes which are recognized as revenue if they 
have been collected within 45 days after year end. Expenditures generally are recorded 
when a liability is incurred, as under accrual accounting. However, debt service 
expenditures, expenditures related to compensated absences, and claims and 
judgments are recorded only when payment is due. 

In applying the susceptible to accrual concept to intergovernmental revenues, the legal 
and contractual requirements of the numerous individual programs are used as 
guidance. There are, however, essentially two types of these revenues. In one, monies 
must be expended on the specific purpose or project before any amounts will be paid to 
the Town; therefore, revenues are recognized based upon the expenditures recorded 
and the availability criteria. In the other, monies are virtually unrestricted as to purpose 
of expenditure, and are usually revocable only for failure to comply with prescribed 
requirements. These resources are reflected as revenues at the time of receipt, or 
earlier if the susceptible to accrual criteria are met. 

Licenses and permits, fines and forfeitures, charges for sales and services (other than 
utility) and miscellaneous revenues are generally recorded as revenue when received 
because they are generally not measurable until actually received. In the category of 
use of money and property, property rentals are recorded as revenue when received, but 
investment earnings are recorded as earned, since they are measurable and available. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 
Note 1. Summary of  Significant Accounting Policies (Continued) 

D. Measurement Focus and Basis of Accountinq (Continued) 

Amounts reported as program revenues include 1) charges to customers or applicants 
for goods, services, or privileges provided, 2) operating grants and contributions, and 3) 
capital grants and contributions, including special assessments. Internally dedicated 
resources are reported as general revenues rather than as program revenues. Likewise, 
general revenues include all taxes. 

Proprietary funds distinguish operating revenues and expenses from nonoperating 
items. Operating revenues and expenses generally result from providing services and 
producing and delivering goods in connection with a proprietary fund's principal ongoing 
operations. The principal operating revenues of the Town's enterprise funds are 
charges to customers for sales and services. Operating expenses for enterprise funds 
include the cost of sales and services, administrative expenses and depreciation on 
capital assets. All revenues and expenses not meeting this definition are reported as 
nonoperating revenues and expenses,. 

E. Budqetaw Data 

Budqetarv Information 

Budgets are adopted and maintained on the modified accrual basis adjusted for 
encumbrances. Annual appropriated budgets are adopted for the General Fund. All 
annual appropriations lapse at fiscal year-end to the extent they have not been 
expended or lawfully encumbered. Project-length financial plans are adopted for all 
Capital Projects Funds.. Budgets are not adopted for the Debt Service Funds since 
budgetary control is maintained through the General Fund. Budgets for enterprise funds 
serve as a spending guide for the Town and do not constitute legally binding limitations., 

Encumbrances represent commitments related to unperformed contracts for goods or 
services. Encumbrance accounting, under which purchase orders, contracts and other 
commitments for the expenditure of resources are recorded to reserve that portion of the 
applicable appropriation, is employed as an extension of formal budgetary integration in 
the General F u ~ d .  Encumbrances outstanding at year-end are reported as reservations 
of fund balances and do not constitute expenditures or liabilities because the 
commitments will be honored during the subsequent year. 

Each year all departments of the government submit requests for appropriation to the 
Town Manager so that a budget may be prepared. The budget is prepared by fund, 
department, activity, and expenditure and includes information on the past, current year 
estimates, and requested appropriations for the next fiscal year. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note I. Summary of  Significant Accounting Policies (Continued) 

E. Budqetarv Data (Continued) 

Budgetary Information (Continued) 

Before April 1, the proposed budget is presented to the Town's Council for review. The 
Town Council holds public hearings and may add to, subtract from, or change 
appropriations, but may not change the form of the budget. Any changes in the budget 
must be within the revenues and reserves estimated as available by the Town's 
Manager or the revenue estimates must be changed by an affirmative vote of a majority 
of the Town Council. 

Expenditures may not legally exceed budgeted appropriations at the department level. 
'The Town Manager has authority to amend or transfer appropriations within the 
department level. During the year ended June 30, 2003. General Fund supplemental 
appropriations totalling $676,611 were authorized by Town Council. 

Bud~eted (Non-GAAPYGAAP Reconciliation 

The following is a reconciliation of actual General Fund expenditures and fund balance 
presented on the budgetary basis in Exhibit 7 to the actual General Fund expenditures 
and fund balance presented in Exhibit 5 in accordance with accounting principles 
generally accepted in the United States of America: 

Total 
Expenditures 

and Fund 
Transfers Balance 

Budgetary basis as per Exhibit 7 $ 25,975,407 $ 6,298,438 

Encumbrances at June 30,2003 (1,038,541) 1,038,541 

GAAP basis per Exhibit 5 $ 24,936,866 $ 7,336,979 

F. Other Siqnificant Accountins Policies 

1. Cash and Cash Equivalents 

The Town considers all highly liquid investments purchased with a maturity of 
three months or less to be cash equivalents. 

Cash of individual funds are combined to form a pool of cash and investments. 
The pool consists primarily of government obligations and a local government 
investment pool. The government securities are stated at fair value based on 
quoted market prices and the investment in the local government investment pool 
(a 2a7-like pool) is reported at the pool's share price. Interest earned as a result 
of pooling is distributed to the appropriate funds utilizing a formula based on 
month-end balances., 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note 1. Summary of Significant Accounting Policies (Continued) 

F. =her Siqnificant Accountinq Policies (Continued) 

2. Investments 

Investments are stated at fair value based on quoted market prices. 

3. Pro~ertv Taxes 

Real estate and personal property taxes are assessed annually by Loudoun 
County, Virginia, for all property of record as of January 1. The Town bills and 
collects its property taxes based on the assessed values provided by the County. 
Real estate taxes are levied annually on January 1 and are due in semi-annual 
installments on June 5 and December 5. Personal property taxes are levied 
annually on January 1 and are due October 5 with pro-ration of personal property 
taxes throughout the year. Prorated personal property taxes levied after June 15 
are due February 5. 

Collections of real estate and personal property taxes between July 1 and August 
15 of the subsequent fiscal year, classified as delinquent at June 30, are 
recorded as revenue for the fiscal year then ended. Liens attach to the property 
when the tax remains unpaid after July 1 of the following year. The billings are 
considered past due after the respective tax billing date at which time the 
applicable property is subject to a 10% penalty and interest is assessed 30 days 
therefrom. 

4. Restricted Assets 

Trustee Held Escrow Deposits - Certain proceeds of the Town's 1997 Utility 
System Revenue Refunding Bonds as well as certain resources set aside for 
their repayment, are combined and classified as restricted assets on the balance 
sheet because their use is limited by applicable bond covenants and are to be 
held by a trustee. The Utility System Bond Fund Interest Account and Principal 
Account are used to report resources set aside for future debt service. The Utility 
System Debt Service Reserve Fund is used to the extent necessary to set aside 
reserve funds for interest and principal debt service payments. 

Customer Deposits - The Town collects a utility deposit when a new customer 
establishes a waterisewer account. Under certain circumstances, the depasit is 
refunded. Cash is restricted to set aside resources for future refunding along 
with a related custornerdeposit liability. 

Off-site Fees, Performance Bonds, Lease Escrow and Cash funds are restricted 
to set aside resources designated for fulfilling the obligation related to these 
depbsit liabilities. As funds are utilized for these purposes, the restricted cash 
asset and deposit liability is reduced. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note 1. Summary of Significant Accounting Policies (Continued) 

F. Other Siqnificant Accountinq Policies (Continued) 

5. Capital Assets 

Capital assets, which include property, plant and equipment, and infrastructure 
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the 
applicable governmental or business-type activities columns in the government- 
wide financial statements. Capital assets are defined by the government as 
assets with an initial, individual cost of more than $5,000 ($50,000 or more for 
infrastructure) and an estimated useful life in excess of two years. Such assets 
are recorded as historical cost or estimated historical cost if purchased or 
constructed. Donated capital assets are recorded at estimated fair market value 
at the date of donation. 

The cost of normal maintenance and repairs that do not add to the value of the 
asset or materially extend asset lives are not capitalized. 

Major outlays for capital assets and improvements are capitalized as projects are 
constructed. Interest incurred during the construction phase of capital assets of 
business-type activities is included as part of the capitalized value of the assets 
constnjcted. 

Property, plant and equipment of the government is depreciated using the 
straight-line method over the following estimated useful lives: 

Buildings and improvements 
Infrastructure 
Water and sewer system 
Hangars and runways 
Vehicles 
Equipment 
Software 

The Town's Balch Library contains reference material and library books that are 
not capitalized. These items are irreplaceable and only available for educational 
and research purposes to be completed at the library. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 
Note 1. Summary of Significant Accounting Policies (Continued) 

F. Other Sisnificant Accountina Policies (Continued) 

6. Deferred Revenue 

Deferred revenue in the governmental filnds represents amounts due, which are 
measurable but not available. 

7. Inter-fund Transactions 

Transactions among Town funds that would be treated as revenues and 
expenditures or expenses if they involved organizations external to the Town 
government are accounted for as revenues and expenditures or expenses in the 
funds involved. 

Transactions, which constitute reimbursements to a fund for expenditures initially 
made from it, which are properly applicable to another fund, are recorded as 
expenditures in the reimbursing fund and as reductions of expenditures in the 
reimbursed fund 

Transactions, which constitute the transfer of resources from a fund receiving 
revenues to a fund through which the revenues are to be expended, are 
separately reported in the respective funds' operating statements,. 

Activity between funds that are representative of lendinglborrowing arrangements 
at the end of the fiscal year are referred to as "due tolfrom other funds" or 
"advances tolfrom other funds". Any residual balances outstanding between the 
governmental activities and business-type activities are reported in the 
government-wide financial statements as "internal balances". 

Noncurrent portions of long-term inter-fund loan receivables are reported as 
advances within the governmental funds, and are offset equally by a fund 
balance reserve account which indicates that they do not constitute expendable 
available financial resource and, therefore, are not available for appropriation. 

8. Compensated Absences 

It is the Town's policy to permit employees to accumulate earned but unused 
vacation and sick pay benefits. No liability is reported for unpaid accumulated 
sick leave. All vacation pay is accrued when incurred in government-wide and 
proprietary financial statements. For governmental fund types, the amount of 
accumulated unpaid vacation leave which is payable from available resources is 
recorded as a liability of the respective fund only if they have matured, for 
example, as a result of employee retirements and resignations. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note I. Summary of Significant Accounting Policies (Continued) 

F. Other Siqnificant Accountinq Policies (Continued) 

9. Lonq-Term Obliqations 

In the government-wide financial statements, and proprietary fund types in the 
fund financial statements, long-term debt and other long-ten obligations are 
reported as liabilities in the applicable governmental activities, business-type 
activities or proprietary fund type statement of net assets. Bond premiums and 
discounts are deferred and amortized over the life of the bonds using the 
straight-line method. Bonds payable are reported net of the applicable premium 
or discount. Bond issuance costs are reported as deferred charges and 
amortized over the term of the related debt. 

In the fund financial statements, governmental fund types recognize bond 
premiums and discounts, as well as issuance costs, during the current period. 
The face amount of debt issued is reported as other financing sources.. 
Premiums received on debt issuances are reported as other financing sources 
while discounts are reported as other financing uses. Issuance costs, whether or 
not withheld from the actual debt proceeds received, are reported as debt service 
expenditures. 

70. Fund Equity 

In the fund financial statements, governmental funds report reservations of fund 
balance for amounts that are not available for appropriation or are legally 
restricted by outside parties for use for a specific purpose. Designations of fund 
balance represent tentative management plans that are subject to change. 

? 1. Net Assets 

Net assets represent the difference between assets and liabilities. The caption 
"net assets invested in capital assets, net of related debt" consists of capital 
assets, net of accumulated depreciation, reduced by the outstanding balances of 
any borrowings used for the acquisition, construction or improvement of those 
assets. Net assets invested in capital assets, net of related debt excludes 
unspent debt proceeds. Net assets are reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted 
by the Town or through external restrictions imposed by creditors, grantors or 
laws or regulations of other governments. 

The Town first applied restricted resources when an expense is incurred for 
purposes for which both restricted and unrestricted net assets are available. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note 1. Summary of Significant Accounting Policies (Continued) 

F. Other Siqnificant Accountinq Policies (Continued) 

12. Use of Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to 
make estimates and assumptions that affect the reported amounts of assets and 
liabilities and the disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and 
expenditures/expenses during the reporting period. Actual results could differ 
from those estimates. 

Note 2. Deposits and Investments 

Deoosits. Ail cash of the Town of Leesburg is maintained in accounts collateralized in 
accordance with the Virginia Security for Public Deposits Act, Section 2.2-4400 et. seq. of the 
Code of Virginia or covered by federal depository insurance. 

Investments. Statutes authorize the Town to invest in obligations of the United States or 
agencies thereof, obligations of the Commonwealth of Virginia or political subdivisions thereof, 
obligations of the International Bank for Reconstruction and Development (World Bank), the 
Asian Development Bank, the African Development Bank, "prime quality" commercial paper and 
certain corporate notes, banker's acceptances, repurchase agreements and the State 
Treasurer's Local Government Investment Pool (LGIP). 

The Director of Finance has investments in the LGIP. The LGlP is a professionally managed 
money market fund which invests in qualifying obligations and securities as permitted by 
Virginia statutes. Pursuant to Sec, 2.2-4605 Code of Virginia, the Treasury Board of the 
Commonwealth sponsors the LGlP and has delegated certain functions to the State Treasurer. 
The LGlP reports to the Treasury Board at their regularly scheduled monthly meetings. The fair 
value of the position of the LGlP is the same as the value of the pool shares, i.e., the LGlP 
maintains a stable net asset, value of $1 per share. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 
Note 2. Deposits and lnvestments (Continued) 

The Town's investments are categorized below to give an indication of the level of risk assumed 
by the Town at year-end. Category 1 includes investments that are insured or registered or for 
which the securities are held by the Town or its safekeeping agent in the Town's name. 
Category 2 includes uninsured and unregistered investments for which the securities are held 
by the broker or dealer bank's trust department or safekeeping agent in the Town's name. 
Category 3 includes uninsured and unregistered investments for which the securities are held 
by the broker or dealer, or by its trust department or safekeeping agent but not in the Town's 
name. 

At year-end, the Town's investments balances were as follows: 

Category Fair 
I 2 3 Value 

LJ. S. aovernment securities $ - $ 28,116,724 $ - $ 28,116,724 
commercial paper - 13,500,405 - 13,500,405 

$ - $ 41,617,129 $ - 41,617,129 

lnvestments not subiect to risk 
categorization: 

State non-arbitrage program 
Local Government Investment Pool 
U.. S. money market Funds 

Total investments 

Total deposits 
Total cash on hand and petty cash 
Total cash, cash equivalents, and temporary 
cash investments 

Reconciliation to cash, cash equivalents, and 
temporary cash investments of the reporting 
entity as reported on the statement of net assets: 

Cash, cash equivalents, and temporary cash investments 
Restricted cash 

Total 

Note 3. Estimated Unbilled Revenue 

Water and sewer fund revenues are estimated at year-end for unbilled services rendered. The 
amounts are determined by estimating services rendered based on past services provided. At 
June 30, 2003, estimated unbilled services included in accounts receivable and revenue 
amounted to approximately $743,000. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 

Note 4. Receivables 

Receivables at June 30, 2003 for the government's individual major and nonrnajor funds, 
including the applicable allowances for uncollectible accounts, are as follows: 

Primary Government 

Water 
and 

General Airport Sewer ~- . 

Fund Fund Fund Totals 

Property taxes 
Utility taxes 
Local taxes 
Accounts 

Gross receivables 

Less allowance for uncollectible 
accounts (50,000) (3,000) (60,000) (I 13.000) 

Net receivables $ 5,454,649 $ 67,024 $ 1,408,501 $ 6,930,174 - -  p- 

Governmental funds report deferred revenue in connection with receivables for revenues that 
are not considered to be available to liquidate liabilities of the current period. Governmental 
funds also defer revenue recognition in connection with resources that have been received, but 
not yet earned. At the end of the current fiscal year, the various components of deferred 
revenue and unearned revenue reported in the General Fund were as follows: 

Unavailable Unearned 

Delinquent property taxes receivable 
Advance collection of 2003-2004 taxes 
2003-2004 property taxes receivable 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 
Note 5. Due From Other Governments 

At June 30, 2003, amounts due from other governments were as follows: 

General Fund: 
Commonwealth of Virginia: 

Local sales taxes 
Other taxes and excess fees 
ABC profits 
Highway maintenance funds 

Federal Government 

Northern Virginia Cigarette Tax Board 

Other governments 

Total General Fund 

Capital Projects Fund: 
Parks and Recreation Fund: 

Virginia Department of Transportation 

Highways Capital Project Fund: 
Virginia Department of Transportation 

Enterprise Fund: 
Airport Fund: 

Commonwealth of Virginia 
Federal government 

Total Airport Fund 

Total 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 
Note 6. Capital Assets 

Capital asset activity for the year ended June 30. 2003 is as follows: 

Restated 
Beginning (Deletions)/ Ending 
Balance Increases Reclassifications Balance 

Governmental activities: 
Caoital assets, not being depreciated: 

Land 
Construction in progress 

Total capital assets, 
not being depreciated 

Capital assets, being depreciated: 
Buildings and improvements 
Equipment 
Vehicles 
Infrastructure 

Total capital assets being 
depreciated 

Less accumulated depreciation for: 
Buildings and improvements 
Vehicles 
Equipment 
Infrastructure 

(7,294,140) (943,477) 36,681 (8,200,936) 
(1 ,I 86,855) (22 1,709) 21.570 (1,386,994) 
(1,096,O 17) (267,064) 89,754 (1,273,327) 

(16,748,914) (1,610.735) (18,359,649) 
Total accumulated depreciation (26,325,926) (3,042,985) 148,005 (29,220,906) 

Total capital assets being 
depreciated, net 89,625,380 1,495.741 16,086,181 107,207,302 

Governmental activities capital assets, net 

The beginning balances were restated by $73,025,739 to capitalize additional assets identified 
by the Town's infrastructure valuation study and record accumulated depreciation in accordance 
with the adoption of GASB Statement No. 34., 
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TOWN O F  LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS --. - 
Note 6. Capital Assets (Continued) ! 

Business-type activities: 

Beginning (Deletions)/ Ending 
I 

Balance Increases Reclassifications Balance 

Capital assets, not being depreciated: I 
Land $ 8,968,238 $ 1,707.181 $ - $ 10,675,419 
Construction in progress 3,783.343 5,293,558 (3,913,176) 5,163.725 , 

Total capital assets, 
not being depreciated 12,751,581 7,000,739 (3,913,176) 15,839,144 

I 

Capital assets, being depreciated: 
Water system 
Sewer system 
Equipment 
~an$ars 
Runway 
Buildings and improvements 
~oftwaFe 13.000 - - 

Total capital assets being 
depreciated 734,308,247 1,525,527 3,732,092 

13:000 i 
139,565,866 

Less accumulated depreciation for: 
Water system (9,201,190) (980,049) - (10,181,239) 

(10,260,417) (1,445,397) (11,705,814) 

I 
Sewer system 
Equipment (1,465,461) (318,581) 109,448 (1,674,594) / 
Hangars (256,576) (127.071) - (383,647) : 

Runway (2,228,958) (234,278) (2,463,236) 
Buildings and improvements (757,653) (58,987) (816.640) ! 

Software (1 1,800) (400) - (12,200j / 
Total accumulated depreciation (24,182,055) (3,164,763) 109,448 (27,237,3701 

Total capital assets being 
depreciated, net 110,126,192 (1,639,236) 3.84 1.540 112,328,496 

Business-type activities capital assets, net 

Depreciation expense was charged to functionslpragrams of the primary government as follows: 

Governmental activities: 
Executive 
Finance 
Public safety 
Parks and recreation 
Balch Library 
Engineering and public works 

Total depreciation expense governmental activities 

Business-type activities: 
Airport 
Water and sewer 

Total depreciation expense - business-type activities 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 
Note 7. Interfund AssetstLiabilities 

Advance fromlto other funds: 

Receivable Fund Payable Fund Amount 

General Airport $ 697,736 

The Airport Fund has not had sufficient cash flow from operations to meet all of its operating 
expenses and debt service costs. As a result, the General Fund has made operating cash 
advances to the Airport Fund to provide working capital and cover the annual cash deficits. No 
formal terms have been established for the repayment of the balance. 

Note 8. Long-Term Debt 

General Obligation Bonds 

The Town issues general obligation bonds to provide funds for the acquisition and construction 
of major capital facilities and for refunding of general obligation bonds. General obligation 
bonds have been issued for both general government and proprietary activities. These bonds 
are reported in the proprietary funds if they are expected to be repaid from proprietary fund 
reventies. During fiscal year 2003, $2,044,665 of principal payments on the 2000 series 
general obligation bonds were included in the Debt Fund principal payments in order to move 
the obligation to the Airport Fund. General obligation bonds are direct obligations and pledge 
the full faith and credit of the Town. 

Outstanding long-term debt at June 30, 2003, includes the following bond issues: 

General Obligation Bonds: 

$7,930,000, 2003 General Obligation Refunding Bonds, due 
in annual installments of $90,000 to $1,635,000 beginning 
August 2003 through August 2010; interest at 4.50% 

$4,200,000, 2001 General Obligation Bonds due in annual 
installments of $154,578 through January 2022; including 
interest at 4.02% 

$14,545,000, 2000 General Obligation Public lmprovement Bonds 
due in annual installments of $195,000 to $1,810,000 through 
January 2021; interest at 4.75% to 6% 

$9,480,000, 1999 General Obligation Public lmprovement Bonds 
due in annual installments of $375,000 to $700,000 through 
June 2019; interest at 3.85% to 4.80% 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note 8. Long-Term Debt (Continued) 

General Obligation Bonds: (Continued) 

$8,035,000, 1998 General Obligation Refunding Bonds due in 
annual installments of $305,000 to $965,000 through July 2016; 
interest at 4.00% to 4.,50% 

$670,000, 1998 General Obligation Bond due in monthly 
installments of $6,928 through February 2008, including 
interest at 4.45% 

$12,300,000, 1996 General Obligation Public Improvement Bonds, 
$5,065,000 refunded Decembetl998, remaining balance due 
in annual installments of $530,000 to $705,000 through June 2010; 
interest at 4.90% to 5.40% 

$18,065,000, 1993 General Obligation Refunding Bonds, 
$1,020,000 refunded December 1998 and $7,805,000 
refunded May 2003, remaining balance due in August 2003; 
interest at 5.20% 

Revenue Bonds: 

The Town also issues bonds where the Town pledges income derived from the acquired or 
constructed assets to pay debt service. 

$1 1,000,000, VRA 1999 Utility System Revenue Bonds; 
due in semi-annual principal and interest installments of 
$391,534; interest at 3.50% 

$23,265,000, 1997 Utility System Revenue Refunding Bonds due 
in annual installments beginning July 2004 of $70,000 to 
$1,900,000 through July 2022; interest at 4.50% to 5 125% 23,265,000 

81.302.260 
Less unamortized premium, discount and deferred loss, net 2:406:714 
Total bonded debt g 78,895,546 

The Revenue Bonds constitute special obligations of the Town solely secured by a lien on and 
pledge of the net revenues of the water and sewer system. The revenue of the water and sewer 
system and the various special funds established by the bond covenants collateralizes the 
bonds. The covenants provide that the revenue of the system is to be used first to pay 
operating and maintenance expenses of the system and second to establish and maintain the 
revenue bond funds. Any remaining revenues may then be retained in a surplus account. The 
covenants also contain certain provisions, which require the Town to maintain revenues, as 
defined in the covenants of at least 1.25 times the annual debt service requirements. For fiscal 
year 2003, all revenue bond covenants were met. 



TOWN OF LEESBIJRG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 
Note 8. Long-Term Debt (Continued) 

The allocation of debt to business-type and governmental activities net of premium, discount, 
and deferred loss is as follows: 

Business- 
Type Governmental 

Description Activities Activities Totals 
Bond long-term debt: 

1993 General obligation refunding 
1996 General obligation 
1997 Utility revenue refunding 
1998 General obligation 
1998 General obligation refunding 
1999 Public improvement 
1999 VRA utility revenue 
2000 Public improvement 
2001 General obligation bond 
2003 General obligation refilnding 

Total bonds payable 

Other long-term debt: 

Note payable 
Capital leases 
Accrued vacation 

Totals 

The following is a summary of long-term liability activity of the primary government for the year 
ended June 30,2003: 

Due 
Beginning Ending Within 
Balance Additions Retirements Balance One Year 

Governmental Activities: 
Bonds payable $ 43,962,288 $ 5,593,346 $ 9,985,516 $ 39,570,118 $ 2,465,801 
Note payable 80,000 40,000 40,000 40,000 
Capital lease 677,775 - 318,094 359,681 179.833 
Accrued vacation 763,709 752,767 707,150 809,326 77,488 

Governmental activities 
long-ten activities 

Net additions to bonds payable consisted of $5,606,510 of proceeds, $248,788 of premium, and 
$261,952 of deferred loss. ., 

The retirement of general obligation bonds includes $5,518,135 defeased by the 2003 General 
Obligation Refunding and $2,044,665 of the 2000 Public Improvement Bonds being transferred 
to the Utility Fund. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note 8. Long-Term Debt (Continued) 

Annual requirements to amortize long-term debt and related interest payments are as follows: 

Year Ending Bonded Obligations Capital Leases Note Payable 
June 30, Principal Interest Principal Interest Principal Interest 

2004 
2005 
2006 
2007 
2008 

2009-201 3 
2014-2018 
201 9-2022 

Less unamortized 
amounts 

Totals 

Due 
Beginning Ending Within 
Balance Increases Decreases Balance One Year 

Business-type Activities: 
Bonds payable $ 38,766,000 $ 4,362,905 $ 3,803,477 $ 39,325,428 $ 1,149,680 
Compensated absences 246.295 253,922 219.537 280,680 27,616 

Business-type activities 
long-term liabilities $ 39,012.2 

Annual requirements to amortize long-term debt are as follows: 

Year Ending Bonded Obligations 
June 30, Principal Interest 

Less unamortized amounts (2,393,548) - 
$ 39,325,428 $ 20,681,717 

The legal debt margin mandated by the Commonwealth of Virginia is $310,067,393, which is 
computed, based upon 10% of the assessed value on real estate subject to taxation less 
applicable bonded debt. 

Capital Lease Payable. The Town is obligated under a lease accounted for as a capital lease. 
Assets purchased through capital lease programs are subject to security agreements. The 
carrying value of assets under the outstanding capital lease totalled approximately $431,600. The 
interest rate on the lease approximates 2 87%. 

49 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note 8. Long-Term Debt (Continued) 

Note Payable. The Town is obligated under a note payable dated March 1999 to the Virginia 
Outdoor Recreation and Revolving Loan Program. The terms of the note are $200,000 at 
3.75% with annual principal payments of $40,000 through March 2004. 

In prior years, the Town defeased certain general obligation debt by placing the proceeds of 
new bonds in an irrevocable trust to provide for all future debt service payments on the old 
bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not 
included in the Town's financial statements. At June 30, 2003, approximately $13,890,000 of 
bonds that were previously accounted for by the Town are considered defeased. 

Note 9. Interfund Transfers 

Transfer to Fund 
Hiohways 

General Debt capital 
Fund Service Projects 

Transfer from fund: 
Governmental activities: 

General Fund 
Highways Capital Projects 
Building Capital Projects 
Storm Drains Capital Projects 
Parks and Recreation Capital Projects 
Irwin W. Uran 

Business-type activities: 
Airport 
Water and Sewer 

Total transferred in  

Transfer from fund: 
Governmental activities: 

General Fund 
Highways Capital Projects 
Building Capital Projects 
Storm Drains Capital Projects 
Parks and Recreation Capital Projects 
lrwin W. Uran 

Business-type activities: 
Airport 
Water and Sewer 

Total transferred i n  

Storm 
Drains Total 
Capital Transferred 
Project Airport Out 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 
Note 9. Interfund Transfers (Continued) 

The transfer from the General Fund to the Debt Service Fund is to cover the Town's principal 
and interest requirements. 

The transfer from the General Fund to the Highways Capital Projects Fund is for a supplemental 
appropriation for the Catoctin Circle Project. 

The transfers from the Capital Projects Funds to the General Fund are to revert the unspent 
funds on completed projects back to the General Fund. 

The transfer from the Building Capital Projects Fund to the Highways Capital Projects Fund is to 
reallocate available funds between projects. 

The transfer from the Irwin W. Uran Fund to the General Fund is to reimburse the General Fund 
for qualifying expenditures. 

The transfer from the Airport Fund to the General Fund is for general administrative service 
performed by the general government and to reimburse bond principal and interest serviced by 
the General Fund. 

The transfer from the Water and Sewer Fund to the General Fund is to reimburse the General 
Fund for a one-time liability paid by the General Fund. 

The transfer from the General Fund to the Storm Drains Capital Projects Fund is for the Town's 
funding of various capital projects. 

The transfer from the General Fund to the Airport Fund is an operating and capital subsidy for 
the Airport's debt service and capital projects. 

Note 10. Commitments and Contingent Liabilities 

At June 30, 2003, major outstanding commitments for construction projects are as follows: 

Project 

Terminal and Parking Ex~ansion 
East Market Street Widening 
South Kins Street Widening - 
Sycolin ~ 6 a d  Widening 
WPLF Expansion 
Catoctin Circle Trail 
Loudoun Street Office Buildings 
Water Meter Replacement Program 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note 11. Irwin W. Uran Permanent Fund 

lrwin W. Uran has donated funds to the Town for designated uses which are accounted for in a 
special revenue fund. The Town continues to expend funds in full compliance with the donor- 
designated uses. 

Note 12. Thomas Balch Library 

The County of Loudoun, Virginia, made a deed of gift and dedication in 1994 to the Town of 
Leesburg, Virginia consisting of special revenue funds held and the real property referred to as 
Thomas Balch Library. The Town has complied with all restrictive covenants on the use of the 
funds and structures. 

Note 13. Surety Bonds 

The Town has the following surety bonds: 

Fidelity and Deposit Company - Surety, Paul E. York - Director of Finance $ 500,000 
The Virginia Municipal Liability Pool - Surety Employee Dishonesty - 
Blanket Bond 100,000 

Note 14. Post-Employment Health Care Benefits 

In addition to providing pension benefits, the Town provides for certain health care insurance 
benefits for retired public employees. Substantially all of the Town's public employees may 
become eligible for those benefits if they reach normal retirement age while working for the 
Town. The cost of retiree health care insurance benefits is recognized as an expenditure as 
premiums are paid. For 2003, those costs totalled $52,928 covering 15 employees. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - - 
Note 15. Defined Benefit Pension Plan 

Name of Plan: Virginia Retirement System (VRS) 

Identification of Plan: Agent and Cost-Sharing Multiple-Employer Defined Benefit Pension Plan 

Administering Entity: Virginia Retirement System (System) 

All full-time, salaried permanent employees of participating employers must participate in the 
VRS. Benefits vest after five years of service. Employees are eligible for an unreduced 
retirement benefit at age 65 with five years of service (age 60 for participating local law 
enforcement officers, firefighters and sheriffs) or at age 50 with at least 30 years of service if 
elected by the employee (age 50 with 25 years of service for participating local law enforcement 
officers, firefighters and sheriffs) payable monthly for life in an amount equal to 1.7 percent of 
their average final salary (AFS) for each year of credited service. Benefits are actuarially 
reduced for retirees who retire prior to becoming eligible for full retirement benefits. In addition, 
retirees qualify for annual cost-of-living increases limited to 5% per year beginning in their 
second year of retirement. AFS is defined as the highest consecutive 36 months of salary. 
Participating local law enforcement officers, firefighters and sheriffs may receive a monthly 
benefit supplement if they retire prior to age 65. The VRS also provides death and disability 
benefits. Title 51.1 of the Code of Virginia (1950). as amended, assigns the authority to 
establish and amend benefit provisions to the General Assembly of Virginia. 

The System issues a publicly available comprehensive annual financial report that includes 
financial statements and required supplementary information for VRS. A copy of that report 
may be obtained by writing to the System at P. 0. Box 2500, Richmond, Virginia, 23218-2500., 

Fundincl Policy 

Plan members are required by Title 51.1 of the Code of Virginia (1950)' as amended, to 
contribute 5% of their annual salary to the VRS. The 5% member contribution has been 
assumed by the Town. In addition, the Town is required to contribute the remaining 
amounts necessary to fund its participation in the VRS using the actuarial basis specified 
by the Code of Virginia and approved by the VRS Board of Trustees. The Town of 
Leesburg's contribution rate for the fiscal year ended June 30, 2003 was 11.00% of 
annual covered payroll. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS - 
Note 15. Defined Benefit Pension Plan (Continued) 

Annual Pension Cost (APC) 

For 2003, the Town of Leesburg's annual pension cost of $1,549,227 was equal to the 
Town's required and actual contributions. The required contribution was determined as 
part of the June 30, 2001 actuarial valuation using the entry age normal actuarial cost 
method. The actuarial assumptions included (a) 8% investment rate of retum, (b) 
projected salary increases ranging from 4.25% to 6.10% per year, and (c) 3.0% per year 
cost-of-living adjustments. Both (a) and (b) included an inflation component of 3%. The 
actuarial value of the Town's assets is equal to the modified market value of assets. 
This method uses techniques that smooth the effects of short-term volatility in the market 
value of assets over a five-year period. The Town's actuarial accrued liability is being 
amortized as a level percentage of payroll on an open basis within a period of 30 years 
or less. 

Three-year trend information for the Town is as follows: 

Percentage Net 
Fiscal Year Annual Pension of APC Pension 

Ended Cost (APC) Contributed Obligation 

June 30,2001 $ 1,150,654 100% $ - 

June 30,2002 1,338,772 100% - 

June 30, 2003 1,549,227 100% 

Note 16. Risk Management 

The Town is exposed to various risks of losses related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. To 
reduce insurance costs and the need for self-insurance, the Town has joined with other 
municipalities in the Commonwealth of Virginia in several public entity risk pools that operate as 
common risk management and insurance programs for member municipalities. Settled claims 
exceeded insurance coverage during fiscal year 2001 by approximately $958,000. Settled 
claims from these risks did not exceed coverage in fiscal years 2003 and 2002. 

The Town also has coverage with the Virginia Municipal Group Self Insurance Association 
(Association) for workers' compensation. Each Association member jointly and severally agrees 
to assume, pay and discharge any liability. The Town pays Virginia Municipal Group 
contributions and assessments based upon classifications and rates into a designated cash 
reserve fund out of which expenses of the Association and claims and awards are to be paid. In 
the case for both pools, if the event of a loss deficit and depletion of all available excess 
insurance, the pools may assess all members in the proportion which the premium of each 
bears to the total premiums of all members in the year in which such deficit occurs. 



TOWN OF LEESBURG, VIRGINIA 

NOTES TO FINANCIAL STATEMENTS 

Note 16. Risk Management (Continued) 

The Town participates in VaCorp, which is a public entity risk pool that provides commercial 
general liability, property, automobile, and other types of insurance coverage to Virginia 
localities. 

The Town has chosen to partially retain the risk associated with the employees' health and 
dental insurance plan. Risk is retained up to the limits based on monthly claims paid per 
employee and a 125% aggregate stop loss for total claims paid during the year. The risk 
financing is accounted for in the General Fund and Water and Sewer Fund. Premiums are paid 
for all full-time employees of the Town to a claim administrator which processes all claims. 

Liabilities are reported when it is probably that a loss has occurred and the amount of the loss 
can be reasonably estimated. Liabilities include an amount for claims that have been incurred 
but not reported (IBNR). Claim liabilities are calculated considering recent settlement trends 
including frequency and amount of pay-outs. The change in the claims liabilities balance during 
the past two years is as follows: 

Unpaid claims, .luly I 
Incurred claims (including IBNR) 
Claim payments 

Unpaid claims, June 30 $ 445,223 $ 741,772 

Note 17. Sewer Line Reimbursement Commitment 

In 1977, the School Board of Loudoun County, Virginia agreed to advance the Town $166,407 
for development of a Town sewer line. The Town agreed to reimburse the School Board the 
advance and 6% per annum as the Town collects availability fees from permits issued for 
connection to the sewer line. In no event does the Town have a liability beyond collected 
availability fees with the agreement for reimbursement terminating 2007. Payments made to the 
County, including principal and interest, have amounted to $71,264. 



TOWN OF LEESBURG, VIRGINIA 

NOTES 'TO FINANCIAL STATEMENTS 

Note 18. Operating Rental Income Lease 

The Town leases various owned airport properties under non-cancelable operating leases. The 
leases provide for annual rental increases and pass-through of certain maintenance costs. The 
lease terms expire April 201 8 and January 2026. 

The following schedule represents minimum rental income under the above leases as of 
June 30,2003: 

Year Ending Rental 
June 30, Income 

2004 
2005 
2006 
2007 
2008 
2009-201 3 
2014-2018 
20 19-2023 
2024-2026 

Total 

Note 79. Reclassifications 

Certain amounts presented in the comparative totals for 2002 have been reclassified, with no 
effect to the net assets, change in net assets or net increaseldecrease in cash, to be consistent 
with the classifications adopted for fiscal year 2003. 

Note 20. Pending GASB Statements 

At June 30, 2003, the Governmental Accounting Standards Board (GASB) had issued several 
statements not yet implemented by the Town. The statements which might impact the Town are 
as follows: 

GASB Statement No. 39, Determining Whether Certain Organizations are Component Units, an 
amendment of GASB Statement No. 14, provides guidance for identifying and reporting 
component units. The provisions of Statement 39 will be effective for periods beginning after 
June 15,2003, 

GASB Statement 40, Deposits and Investment Risk Disclosures, an amendment of GASB 
Statement No.3, requires certain disclosures of investments that are highly sensitive to interest 
rate risk and modifies custodial credit risk disclosures of Statement No. 3. The provisions of 
Statement 40 will be effective for periods beginning after June 2004. 





REQUIRED SUPPLEMENTARY INFORMATION 



TOWN OF LEESBURG, VIRGINIA 

SCHEDULE OF FUNDING PROGRESS 

Unfunded 
Unfunded Actuarial 
Actuarial Accrued Liability 

Actuarial Actuarial Accnied (Asset) as a 

i 
Actuarial 
Valuation Value of Accrued Liability Funded Covered Percentage of 

Date Assets Liability (Asset) Ratio Payroll Covered Payroll i 
June 30,2002 $ 20,544,468 $ 22,396,641 $ 1,852,173 9173% $12,561,755 14.74% 

June 30,2001 18,737,873 18,234,176 (443,697) 102 43% 1 0,649,142 (4 17)% I 
June 30,2000 16.21 9,505 15,491,764 (727,741) 104 70% 8,688,840 (8 38)% i 



SUPPLEMENTARY STATEMENTS 

NONMAJOR GOVERNMENTAL FUNDS 

Special Revenue Funds 

Special revenue funds are used to account for specific revenues that are legally restricted to 
expenditure for particular purposes.. 

Balch Librarv Fund - This fund is used to account for the donations and legally restricted 
revenues that are to be used to maintain the Balch Library. 

Irwin W. Uran Fund - This fund is used to account for the private donations and interest 
revenue designated by the donor for specific purposes. 

Capital Projects Funds 

Capital projects funds are used to account for the acquisition and construction of major capital 
facilities other than those financed by proprietary funds. 

Storm Drains Capital Proiects Fund - This fund is used to account for the construction and 
expansion of the Town's storm drainage system. 

Parks and Recreation Capital Proiects Fund -This fund is used to account for the construction 
and improvements of the Town's parks and recreation facilities. 



TOWN OF LEESBURG, VIRGINIA 
Exhibit A-I 

COMBINING BALANCE SHEET 
NONMAJOR GOVERNMENTAL FUNDS 
June 30,2003 

Total 

- Special Revenue Capital Projects Nonmajor 
Balch Irwin W Storm Parks and Governmental 

ASSETS 

Cash, cash equivalents, and temporary 
cash investments 
Due from other governments 

Total assets 

LIABILITIES AND FUND BALANCES 

Liabilities: 
Accounts payable 

Total liabilities 

Fund balances: 
Unreserved, designated for future expenditures 

Total fund balances 

Total liabilities and fund balances 

Library Uran Drains Recreation Funds 



TOWN OF LEESBURG, VIRGINIA 

COMBINING STATEMENT OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCES 
NONMAJOR GOVERNMENTAL FUNDS 
Year Ended June 30,2003 

Exhibit A-2 

Total . 

Special Revenue Capital Projects Nonrnajor 
Balch Irwin W. Storm Parks and Governmental 
Library Uran Drains Recreation Funds 

Revenues: 
Revenue from local sources: 

Use of money and property $ 5,865 $ 20,475 5 12,258 $ 42,291 $ 80,889 
Donations 225,000 225,000 

Total revenue 5.865 245,475 12,258 42,291 305,889 

Expenditures: 
Contractual services 
Contributions 
Capital outlays 

Total expenditures 1,670 20.553 141,301 1,969.383 2,132,907 

Revenues over (under) expenditures 4.195 224,922 (129,043) (1,927,092) (1,827,018) 

Other financing sources (Uses): 
Transfers in 355,000 355,000 

Transfers out (314,000) (168.053) (1.719.950) (2,202,003) 

Total other financing sources (uses), net (314.000) 186,947 (1,719,950) (1,847,003) 

Net change in fund balances 4,195 (89.078) 57,904 (3,647,042) (3,674,021) 

Fund balances, beginning 46.360 1,939,448 1,946,979 4.239.725 8,774,512 

Fund balances, ending $ 50,555 $ 1,850,370 $ 2,006,883 $ 592,683 $ 4,500,491 
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TOWN OF LEESBURG, VIRGINIA 

GENERAL FUND 
SCHEDULE OF EXPENDITURES AND ENCUMBRANCES 
COMPARED WITH FINAL BUDGET 
Year Ended June 30,2003 

Exhibit 8-3 
Page 1 

Total Variance with 
Encumbrances Flnal Budget 

Budgeted Amounts and Over 

Original Find Encumbrances Expenditures Expenditures (Under) 
Legislative: 

Town wuncii: 
Personal servlce 
Contractuai service 
Materials and supplies 
Contibutions 

Total town council 

Clerk of council: 
Personal service 
Contractual service 
Materials and supplies 
Capital outiays 

Total clerk of council 

Total legislative 

Executive: 
Town manager: 

Personal service 
Contraciual service 
Mate"a1s and supplies 
Capital ouUays 

Total town manager 

Personnel administration: 
Personal service 
Contractual service 
Materials and supplies 

Total personnel admlnistratlon 

Inlormation technology: 
Personal service 
Contractual service 
Materials and supplies 
Capital ouUays 

Total lnformatlon technology 

Tree cornmlsslon: 
Personal service 
Materials and supplies 

Total tree commission 

Cable TV commission: 
Personal service 
Contractual service 
Malerials and supplies 

Total cable 1V commlsslon 

Economit development: 
Personal service 
Contractual service 
Materials and supplies 
Capital outlays 
Contributions 

Total economic development 
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GENERAL FUND 
SCHEDULE OF WPENDITURES AND ENCUMBRANCES 
COMPARED WITH FINAL BUDGET 
Year Ended June 30,2003 

Exhibit 8-3 
Page 2 

Tow Variance win 
Encumbrances Final Budget 

Budgeted Amounts and Over 
Original Final Encumbrances Expenditures Expenditures (Under) 

Executive (Continued): 
Environmental advisory comrniiiee: 

Personal sewice $ 4.520 $ 4,520 $ - $ 2,914 $ 2,914 $ (1,606) 
Contractusi service 6.000 6,000 600 600 (5,400) 
Materials and supplies 9.000 9,000 380 389 (8,611) 

Total environmental advisory commin6 19,520 0 3.903 15.617) 

Total executive 

Legal: 
Town atlorney: 

Personal service 
ContrachJal service 
Materials and supplies 

Total legal 

193,435 193,435 162,355 162.355 (31,060) 
40.000 dn nnn 21 463 21.463 (18.537) 

Planning, zoning, and development 
Personal service 1,603,020 1,603,020 1,345,723 1,345,729 (257.291) 
Contractual service 46,501 46,501 43.640 15,076 58,916 10,415 

Materials and SUPDI~~S 63,225 61.625 41,950 41.950 (19.875) 

Capital outiays 61,412 62.612 27.082 27,082 (35.730) 

Total planning, zoning, and developme 1,776,158 1,776,158 43.840 1,429,637 1,473,677 (302.481) 

Finance: 
Administration: 

Personal service 
Contractual service 
Maleriais and sup~lies . . 
Capital outlays 

Total adminlstratlon 

Budget: 
Personal service 
Contracluai service 
Materials and SUpplieS 

Total budget 

Purchasing: 
personal service 
Contractual service 
Materials and supplies 

Total purchasing 

Total Rnance 1,671,826 1,671,826 6,700 1.630.812 1,637312 (34,314) 

Pubiic safely. 
Personal service 
Contractual service 
Materials and supplies 
Cadiai oullays 
Contributions - local flre and rescue 288,000 268.000 674,882 674.882 366.882 

Total public safety 6,871.452 7,204,452 126,060 6,830,539 6,956,599 (247.6531 
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Year Ended June 30,2003 

Total Variance wi!h 
Encumbrances Final Budgel 

Budgeted Amounts and Over 
Original Final Encumbrances Expenditures Expenditures (Under) 

Parks and recreauon: 
Personal service 
Contractual service 
Materials and supplies 
Rent 
Capilal ouUays 

Total parks and recreation 

Balch library: 
Personal service 
Contractual service 
Materials and supplies 
Capital outlays 
Conblbulions 

Total Balch library 

Engineering and public Works: 
Engineering: 

Personal service 
Contractual service 
Materials and supplies 
Capital ouUays 

Total engineering 

AdministraUon: 
Personal service 
Contractual service 
Materials and supplies 
Capital outlays 

Total admlnlstratlon 

Street mainlenance: 
Personal service 
Conbactual service 
Materials and supplies 
Capital ouUays 

Total street maintenance 

Slam drainage: 
Contractual servlce 

Total storm drainage 

Street lights: 
Electricity 
Capital ouUays 

Total street lights 

Parking meters and lots: 
Personal service 
Contractusl service 
Materials and supplies 
Capilal outlays 

Total parking meters and lots 

in nnn 10 000 1.576 1.578 (8,422) 
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Total Variance with 
Encumbrances Final Budge1 

Budgeted Amounts and Over 
Original Final Encumbrances Expendilures Expenditures (Under) 

Engineering and public works (continued): 
Refuse colieclion: 

Conlractual service $ 1,700,000 $ 1,700,000 $ 9,000 $ 1,610,350 $ 1,619,350 $ (80,650) 
Materiais and supplies 1 1.000 11,000 3,425 4.793 8.218 (2.782) 

Total refuse ~OlleCtlOn 1,711,000 1,711,000 12.425 1,615,143 1,627,568 (83,432) 

Mainbnance of buildlngs and grounds: 
Personal service 
Conlractuai service 
Materiais and supplies 
Rent 
Capital ouUays 

Total maintenance o f  buildings 
and grounds 

Equipment maintenance: 
Personal service 
Contractual service 
Materials and supplies 
Capital ouUays 

Total equipment malntwnance 

Total engineering and public works 9,092,002 3,162,663 556,330 7,700,347 8,256,677 (905.986) 

Total expenditures and encumbrancer 27,569,853 28,246,464 1.038.541 24.936.866 25375.407 (2271.057) 

Olher financing uses: 
Payment to escrow aQenl 
Transfers out 

Total other financing uses 5,744,373 5,744,373 13.587.731 13.587.731 7,843,358 

Total Gwnerai Fund 
expendltures, encumbrances, and 
other financing uses $ 33,314,226 $ 33,990,637 $ 1,038,541 $ 38,524.597 $39,563,138 $ 5,572,301 



TOWN OF LEESBURG, VIRGINIA 

AIRPORT FUND 
COMPARATIVE STATEMENTS OF NET ASSETS 
June 30,2003 
(With Comparative Totals for 2002) 

ASSETS 
Current Assets: 

Cash, cash equivalents, and temporary cash investments 
Accounts receivable, net 
Due from other governments 

Total current assets 

Noncurrent Assets: 
Capital assets: 

Land 
Buildings and improvements 
Equipment 
Hangars 
Runway 
Construction in progress 

Less: accumulated depreciation 

Total noncurrent assets 

Total assets 

LIABILITIES 

Current Liabilities: 
Accounts payable 
Accrued payroll 
Accrued interest 
Compensated absences 
Retainage payable 
Advances from other funds 
Bonds payable 
Customer deposits and contingent charges 

Total current liabilities 

Noncurrent Liabilities: 
Compensated absences 
Bonds payable 

Total noncurrent liabilities 

Total liabilities 

NET ASSETS 

Invested iri capital assets, net of related debt 
Unrestricted (deficit) 

Exhibit C-1 

Total net assets 
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Year Ended June 30,2003 
w i h  Comparative Totals for 2002) 

Operating Revenues: 
Charges for services 

Total operating revenues 848.521 701,854 

Operating Expenses: 
Personal service 
Contractual services 
Depreciation 
Other charges 

Total operating expenses 

Operating loss 

Nonoperating Revenues (Expenses): 
Interest on investments 
Interest and fiscal charges on bonds 
Loss on disposal of assets 

Total nonoperating expenses, net (314,373) (82,203) 

Loss before grants and transfers (409,445) (285,398) 

Capital grant revenue 
Transfers in 
Transfers out 

Change in net assets 1,006,353 2,596,250 

Total net assets, beginning 

Total net assets, ending 
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Cash Fiows From Operating Activities: 
Receipls from cuslomers 
Payments to suppliers for goods and services 
Payments lo employees for services 

Net cash provided by operating activities 

Cash Flows From Noncapilal and Related Financing Activities: 
Transfers out 
Transfers in 

Nel cash provided by (used in) noncapital and related financing activities 

Cash Fiows From Capital and Related Financing Activilies: 
Grant revenue 
Acquisition and construction of capital assets 
interest 
proceeds from debt issuance 
Payments to escrow agent and issuance costs 
Principal paid on bonds 

Net cash provided by (used in) capital and related financing activities 

Cash Flows From investing Activities: 
Interest on investments 

Net cash provided by investing activities 

Net increase (decrease) in  cash and cash equivalents 

Cash and Cash Equivalents 
Beginning 

Ending 

Reconciliation of operating loss lo net cash provided by operating activities: 
Operating loss 
Ad)uslmenls to reconcile operating loss 
lo net cash provided by operating activities: 

Depreciation 
Changes in assets and liabilities: 

Increase in accounts receivable 
increase (decrease) in: 

Accounts payable 
Accrued llabliities 
Compensated absences 
Deposits and contingent charges 

Net cash provided by operating activities 

Supplemental Disclosure of Noncash Capitai and Related Financing Activities: 
Cash payments for interest, net of capitalized 
interest of $32,821 in 2003 and $65,101 in 2002 

Capitai assets acquired through incurrence of accounts and retainage payable 



TOWN OF LEESBURG. VIRGINIA 

WATER AND SEWER FUND 
COMPARATIVE STATEMENTS OF NET ASSETS 
June 30.2003 
(With Compaative Totals for 2002) 

ASSETS 
Current Assets: 

Cash, cash equivalents, and temporary cash investments 
Accounts receivable, net 
Accrued interest 

Total current assets 

Noncurrent Assets: 
Restricled cash 
Deferred charges 
Capital assets: 

Land 
Waler syslern 
Sewer system 
Equipment 
Software 
Construclion in progress 

Less accumulated depreciation 

Total capital assets. net 

Total noncurrent assets 

Total assets 

LIABILITIES 

Current Liabilities: 
Accounls payable 
Accrued payroll 
Accrued insurance claims 
Accnred interest 
Compensated absences 
Retainage payable 
Bonds payable 
Cuslomer deposits and contingent charges 

Total current liabilities 

Noncurrent liabilities: 
Cornpensaled absences 
Bonds payable 

Total noncurrent liabilities 

Total liabilities 

NET ASSETS 

invested in capital assets, net of related debt 
Unrestricted 

Total net assets 
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WATER AND SEWER F[JND 
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
Year Ended June 30.2003 
(With Comparative Totals for 2002) 

Operating Revenues: 
Charges for services 
Other 

Total operating revenues 

Operating Expenses: 
Personal service 
Contractual services 
Depreciation 
Other charges 

Total operating expenses 

Operating loss 

Nonoperating Revenues (Expenses): 
Interest on Investments 
Interest and fiscal charges on bonds 

Total nonoperating expenses, net 

Loss before grants, contributions and transfers (3,552,634) (1,650,998) 

Capital grant revenue 
Installation and connection charges 
Developer donated assets 
Transfers out 

Change in net assets 

Total net assets, beginning 

Total net assets, ending 
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Cash Flows From Operating Activities: 
Receipts from customers 
Payments to suppliers for goods and services 
Payments to employees for services 
internal activity - payments from other funds 
Other receipts (payments) 

Net cash provided by operating activities 

Cash Flows From Noncapital and Related Financing AcUvitles: 
Transfers out 

Nef cash used i n  noncapitai and related financlng activities 

Cash Flows From Capital and Related Financing Activities: 
Connection availability fees 
Grant revenue 
Acquisition and construction of capital assets 
Interest 
Proceeds from deb1 issuance 
Payments to escrow agent and issuance costs 
Principal paid on bonds 

Net cash provided by capital and related financing activitles 

Cash Flows From Investing Activities: 
Interest on investments 

Net cash provided by investing activities 

Net increase in cash and cash equivalents 

Cash and Cash Equivalents: 
Beginning 

Ending 

Reconciliation of operatlng loss to net cash provided by operatlng activities: 
Operating loss 
Adjustments to reconcile operating loss 
to net cash provided by operatlng activitles: 

Depreciation 
Changes in assets and liabilities: 

(lncrease) decrease in: 
Accounts receivable 
Due from other funds 

increase (decrease) In: 
Accounts payable 
Accrued liabilities 
Compensated absences 
Deposils and contingent charges 

Net cash provided by operating activities 

Supplemental Disclosure of Noncash Capilai and Related Financing Acllvities: 
Developer donated capital improvements 

Cash payments for interest, net of capitalized interest, 
of $73,596 in 2003 and $172.124 In 2002 

Capital assets acquired through incurrence of accounts and retainage payable 




